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At the second bi-annual plenary session of Cuba's National Assembly in late December, the
legislature ratified some economic measures already decreed by the central government in
mid-1993, and reviewed a series of proposed reforms to improve state finances.
Although no new measures were approved, the Assembly agreed to hold an "extraordinary session"
in the first quarter of 1994 to consider emergency measures to lower the government's chronic fiscal
deficit. In late October 1993, Secretary of the Cuban Council of Ministers Carlos Lage considered the
government's key economic strategist announced that the government would likely approve a series
of broad reforms before year-end to scale back the state's soaring fiscal deficit. The announcement
fed widespread rumors that a sweeping austerity program would be enacted by the National
Assembly at its year- end plenary session on Dec. 27-28.
Although the central government could simply decree economic reforms without legislative
approval, the executive was expected to submit its proposed measures to the Assembly for debate as
part of the government's effort to strengthen legislative power by giving parliament more decisionmaking authority (NotiSur, Dec. 2, 1993). As expected, the Assembly which only meets two times
per year for two to three days at a time devoted nearly all of the plenary session to discussion of
government plans to revive the economy.
The Sugar Ministry, for example, delivered a lengthy report on strategies for increasing the sugar
harvest over the next two years. Last year's harvest of 4.2 million metric tons was the lowest in more
than 30 years and represented a 40% drop in output compared to the 7 million MT harvested in
1992. The production plunge was largely due to chronic shortages of fuel and needed inputs such as
fertilizers, as well as adverse weather throughout the first half of 1993 (NotiSur, Oct. 21, 1993)
According to Sugar Minister Nelson Torres, the central goal this year is to shorten the harvest period
as much as possible to concentrate government efforts on reorganizing production more efficiently
and increasing the area planted with cane before the 1994-1995 harvest. "The fundamental objective
is to carry out the harvest with the greatest efficiency in the least time possible," said Torres, who
emphasized that the government strategy is to lay the basis for the sugar industry's recovery in the
medium to long term. So far, the most important measure to strengthen the Sugar Ministry's goals is
the formation of autonomous agricultural cooperatives on former state farms, which the government
had approved in September 1993.
As of late November, the government reported the creation of 1,500 new cooperatives in the sugar
sector, and many more will likely be formed in 1994. Cooperative members are allowed to split
profits among themselves, autonomously run their own finances, and manage their own resources,
which the government hopes will increase productivity and efficiency. All told, the Sugar Ministry
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expects to increase the land area planted with cane by at least 800,000 hectares over the next two
years, planting about 400,000 ha. each year. And, in 1994, the government estimates that output
will grow to at least 4.5 million MT, since the state will spend about US$60 million this year to
import about 400,000 MT of fertilizers. In addition to the Sugar Ministry report, the director of the
State Finance Committee, Jose Luis Rodriguez, also delivered a lengthy address to the Assembly,
painting a much more somber view of government finances than had been previously reported by
government officials.
According to Rodriguez, the sharp decline in government income since the economy slipped into
crisis in 1989 has not been offset by significant cuts in spending. As a result, the budget deficit
increased three-fold between 1990 and 1993, from 1.4 billion pesos in 1989 to 4.2 billion last year,
equivalent to US$4.2 billion at the official exchange rate. (Although the peso officially remains on a
parity with the US dollar, the black market exchange now hovers between 60 and 70 pesos per US
dollar.)
In addition to direct subsidies to the population, such as price controls and unemployment benefits,
the lion's share of the deficit comes from subsidies to inefficient state firms. Rodriguez reports that
only 31% of public firms are presently operating without losses, forcing the central government to
subsidize about 69% of all state businesses. Last year, the government paid out 4.6 billion pesos
in subsidies to cover operating deficits in public firms, more than half of which went to the sugar
industry. In fact, subsidies for sugar production amounted to 7.238 billion pesos from 1990-1993.
Finally, Rodriguez estimates that about 12.3 billion in excess pesos are now in circulation, which, if
equitably distributed among all consumers, would be equivalent to about 14 months of pay for the
entire population. Scarcities of most products on the domestic market have forced Cubans to simply
dump much of their earnings into savings since 1990, but until now officials had only reported about
10 billion pesos in excess liquidity. "An average worker could stop working for more than a year
without affecting his standard of living," said Rodriguez. "The excess cash greatly reduces worker
efficiency and productivity." Rodriguez warned the Assembly that the government must drastically
slash the deficit by cutting spending across the board.
In October, Carlos Lage had already outlined three central measures to cut the fiscal deficit:
1) establishment of a broad-based tax system to soak up excess liquidity, increase government
revenue, and revalue the peso to pave the way for an eventual currency convertibility scheme; 2)
reduction or elimination of most government price subsidies for basic goods and services; and
3) a thorough overhaul of the public workforce to cut back non-productive jobs and improve
government efficiency. Rodriguez, however, suggested that such measures alone might be
insufficient, and forewarned the Assembly that the government may have to consider cuts in
government subsidies even for such basic services as health care and education, until now
considered taboo. According to Rodriguez, although general health services and education should
remain free for the public, Cubans may be asked to pay for non-essential surgery and medical
services, as well as school books and other educational materials. The government will also likely
begin charging the public for access to cultural centers and sports events. These proposals generated
intense debate in the Assembly, with the plenary discussions extended late into the evening of Dec.
28.
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 4

LADB Article Id: 57098
ISSN: 1060-4189

In the end, the Assembly did give its official seal of approval to three economic reforms which the
central government had already independently decreed and implemented from July-September of
last year: 1) the decision to form autonomous agricultural cooperatives on state farms; 2) a decree
in September authorizing individuals to operate family- run businesses independently from the
state; and 3) legal reforms enacted in July that allow Cubans to use foreign currency for some limited
commerce on the island. Nevertheless, the Assembly could not reach a decision over any of the
proposed austerity measures, since the economic crisis has already significantly cut the population's
standard of living, and most deputies are reluctant to enact unpopular reforms that will affect
workers even more.
Indeed, the State Finance Committee estimates that the purchase of goods and services in Cuba has
fallen by 35% since 1990. Thus, given the depth of debate in the Assembly, the deputies agreed to
hold an "extraordinary" plenary session during the first quarter of 1994 to continue discussion of
emergency measures to cut the fiscal deficit. The Assembly's reluctance to rapidly approve austerity
measures may slow the pace and scope of reforms in the coming months, but substantial cuts in
public spending will clearly be forthcoming at the Assembly's extraordinary session this year. Even
President Fidel Castro told the Assembly that although the government remains committed to
the construction of socialism in the long term, the country must take painful measures to confront
the economic crisis that grips the island. "At times what one feels is a desire to shout `long live
socialism, long live communism, long live Marxism-Leninism,'" said Castro in his address to the
Assembly.
"I have some convictions which I will never renounce. In the first place I have a socialist
conviction...But Cuba has had to make concessions and take steps backward from the construction
of a socialist society. We are walking over broken glass and at times we don't even know where to
put our feet." In fact, the central government may be contemplating even greater reforms in addition
to the austerity measures already proposed. In late November, two high-level executives from the
International Monetary Fund (IMF) visited the country for a week of confidential talks with Cuban
officials.
The IMF delegation which included Jacques de Groote, the Fund's executive director for nine
European countries briefed Cuban officials on the transition to market economies in the former
communist nations of Eastern Europe. They also carried out an informal evaluation of the reforms
underway in Cuba, and produced a five-page summary of the Cuban economy, a copy of which
was leaked to foreign reporters in late December. According to the summary, Cuban authorities are
convinced that unless they immediately carry out major economic reforms, "existing government
policies will inevitably rupture the country's social fabric, with all the remaining accomplishments of
Cuba's political and social model disappearing in the wreckage."
Moreover, the report suggests that the reforms now being drawn up "will prove irreversible,"
and are apparently "much stronger than current perception seems to indicate." Still, the IMF
report predicts a positive economic outlook once the reforms already underway take hold: "Once
the economy becomes more exposed to market incentives and consumers and producers start
responding fully to those incentives, the Cuban economy with its rich endowment in natural
resources and human capital is bound to take off."
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